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CHAPTER I. INTRODUCTION. 

The statistics of American commonwealth finance, if cor- 
rectly interpreted, yield valuable results. But the difficulty 
lies in the presentation as well as in the analysis of the 
statistics. The obstacles in the path of the student may be 
roughly classified as follows : — 

1. The statistics contained in the financial reports gen- 
erally presuppose an acquaintance with both the law and the 
facts on which the tables are based. Without this acquaint- 
ance the figures become for the most part meaningless or, 
at all events, not completely intelligible. It is useless to 
discuss the separate state funds unless we know what the 
fuuds are and what the names mean. Yet in very few cases 
only do the reports contain any information of this kind. 
Under the head of receipts again the bare name of the taxes 
is inadequate. Not only do we incur the dauger of confusing 
a- tax in one state with a tax of the same name but entirely 
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different signification in another state, but we have no 
guarantee that we understand what the tax really is unless 
we know the law. Yet very few commonwealths issue a 
code of the revenue laws, and in none, except the state of 
New York, is there a comprehensive compilation of the stat- 
utes together with the judicial interpretation put upon them. 
The student is thus compelled to wander through the maze 
of successive perplexing and often mutually contradictory 
provisions in the statute books of each state from year to 
year without ever being entirely certain that he has finally 
found the right law or that he understands it correctly. 
The difficulty of ascertaining the exact nature of the law is 
not to be underrated. 

2 The presentation of the statistics themselves, even in 
a rough form, is by no means an easy matter. Each of the 
commonwealths, indeed, has a treasurer, and almost all have 
a comptroller or auditor. But it is a sad mistake to think 
that the entire finance statistics are contained in the reports 
of these officers. In some cases the report of the secretary of 
state or the governor's message gives valuable information. 
In others there are special officers, like the tax commissioner, 
whose reports are by all means the most important. In some 
instances the chief facts are found in the reports of regular 
legislative committees of audit or examination. In other 
instances we must turn to the reports of the state boards of 
assessors, or the state boards of equalization. Finally, there 
are often separate reports of the sinking fund, or other fund 
commissioners. All these reports are frequently to be found 
side by side in the same commonwealth, so that he who 
relies only on the common financial reports would err most 
egregiously. 

3. As is to be expected in communities so widely different 
in wealth and in state of development, and at the same time 
so comparatively independent financially of any central con- 
trolling power, there is the greatest possible divergence in 
the methods of presenting the financial statements. In many 
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cases the receipts and expenses are apportioned among a 
large number of funds, for each of which there is a separate 
statement. The reader will search in vain for any general 
figures. If he desires to ascertain the receipts from any- 
particular source of revenue or the expenses for any partic- 
ular purpose, he will often be compelled to make a laborious 
arithmetical computation from each separate fund statement. 
Another fertile source of confusion is to be found in the use 
of the same term in different senses, or of the same category 
as including entirely different component parts. Thus, in 
some commonwealths the general state tax includes the poll 
tax; in others it does not, and yet there is scarcely any means 
of ascertaining the fact. In some instances the corporation 
taxes are included in the license taxes; in others they are not. 
In some cases the expenditures for education mean only the 
state contingent of school support; in other cases they denote 
the total expenses for education. Sometimes the assessment 
of property includes that of railroads, at other times it does 
not; but to search in the reports for an exact statement 
would be futile. The list of these multiform methods might 
be increased ad libitum. It will be seen at a glance how 
difficult is a presentation of comparative statistics which are 
to be of any use, and how the lack of uniformity unneces- 
sarily complicates the problem of correct analysis. 

4. There is a series of cases where the most lamentable 
confusion is apt to result not so much from a lack of uni- 
formity as from a want of common sense in keeping the 
accounts. In many instances the general commonwealth 
government is made simply the vehicle for transferring sums 
from the local tax payers to the local administration. Thus 
while it is true that in many cases the county taxes or 
county licenses etc. are paid directly to, and disbursed by, 
the county officer's it frequently happens that the taxes are 
paid in to the commonwealth officer to be redistributed by 
him to the counties. Yet this sum will figure in common- 
wealth receipts and expenses although it properly belongs 
to local and not to commonwealth finance. 
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Another somewhat similar error arises from the custom of 
apportioning, either in whole or in part, certain common- 
wealth receipts as e. g. from corporation taxes, licenses, 
proceeds of land sales etc. among the local subdivisions 
according to preestablished rules. The amount so dis- 
tributed is then classified among the ordinary expenses and 
receipts, thus leading to an utter confusion of the accounts. 

5. There remains finally a custom which more than all 
else is calculated to produce dire confusion and to cast dis- 
repute on the American methods of book-keeping. In 
several commonwealths the receipts and expenditures of the 
various funds are largely composed of mutual transfers. 
And yet when the general statement of income and outgo is 
given these transfers are included, the receipts of one be- 
coming the expenditures of the other. We thus have the 
remarkable result that many items, frequently of large 
amounts, are counted two or more times, and that the nomi- 
nal receipts of the general revenue fund often exceed the 
actual receipts from all quarters. Such an absurd method 
manifestly vitiates the general conclusions, and necessitates 
renewed vigilance on the part of the student. It renders 
the correct detailed presentation of the facts a work of 
almost appalling proportions. For it requires an amount of 
careful calculation without which the statistics would be 
well nigh worthless. 

In the following pages an attempt will be made to present 
the statistics in such a manner as to overcome the difficulties 
mentioned. The object of the essay is not to give an econo- 
mic analysis of the principles involved — for this would 
swell the paper to a bulky volume — but simply to furnish a 
statement of the existing facts in their entirety, and to point 
out how the statistical methods may be improved. If the 
attempt is only imperfectly successful allowance must be 
made for the fact that we are working in a more or less un- 
trodden field, and that there has hitherto been absolutely no 
comprehensive account of scarcely any of the subjects here 
treated in detail. 



